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Reserve Bank of India’s Report on Currency and Finance 


The Reserve Bank of India’s Report on Currency and 
Finance for the fiscal year ended March 31, 1957 states 
that, on the whole, the stresses and strains in the economy 
during the year—of which the rise in prices and the rapid 
decline in foreign exchange reserves were striking symp- 
toms—were much more severe than in the fiscal year 
ended March 31, 1956. According to the Report, this 
first year of the Second Five Year Plan saw a further 
marked stepping up of the development effort in the 
economy, which was reflected in higher levels of invest- 
ment in both the public and private sectors. Industrial 
and agricultural production recorded increases, but the 
growth of real output and voluntary savings was appar- 
ently less than the rise in over-all demand. Monetary and 
credit policy during the year was one of controlled ex- 
pansion, based on the twin considerations of assisting 
economic growth and restraining inflationary pressures. 
For this purpose, the Reserve Bank made use of general 
as well as selective credit controls. The Report states that 
the impact of the rising tempo of developmental activity 
was most severe on India’s balance of payments. During 
the year, sterling assets of the Reserve Bank of India 
dropped by Rs 2.19 billion (US$460 million), from 
Rs 7.48 billion to Rs 5.29 billion, after account is taken 
of a net credit of Rs 550 million obtained from the Inter- 
national Monetary Fund. 

The rising trend of industrial production, a notable 
feature of the Indian economy for the past several years, 
continued during 1956, the rise being shared by both 
capital and consumer goods industries, prominently by 
the newer ones. The average general index (base: 1951— 
100) at 132.8 for 1956 was 8.8 per cent higher than the 
1955 index, which itself was 8.1 per cent higher than the 
1954 index. A number of industries in the public sector 
also made substantial progress, and new targets were 
achieved in almost every enterprise. Over-all agricultural 
production also is estimated as above that in 1955-56. 
Among foodgrains, the output of rice is estimated at 28.1 
million tons—a rise of 4.8 per cent over the previous 
year’s output. Wheat production is estimated at 8.6 
million tons, against 8.3 million tons in 1955-56. Among 
commercial crops, an increase of 20.8 per cent is esti- 
mated for cotton output and of 16.7 per cent for sugar 
cane. 

Commodity prices continued to rise, the Economic 
Adviser’s weekly general index of wholesale prices (base: 
year ended August 1939=100) increasing by 8 per cent, 


following the rise of about 12 per cent in 1955-56. As in 
1955-56, the rise was mainly in three groups—food ar- 
ticles, industrial raw materials, and semimanufactures. 
The main stimulus to the price rise came from the steadily 
accelerating tempo of investment activity and the growing 
pressure of demand, particularly for foodgrains and 
industrial raw materials. Possibly other factors, such as 
some hoarding of stocks by producers, were also at work. 
The Government’s efforts to check the price rise have been 
directed both toward increasing supplies, especially of 
foodgrains mainly through imports, and restraining ex- 
cess demand through fiscal and monetary measures. 
While the facilities for borrowing from the Reserve 
Bank were liberalized during the year, the cost of such 
credit was raised somewhat, largely in keeping with the 
trend of higher rates and also to discourage excess bor- 
rowing. The Reserve Bank’s lending rate under the Bill 
Market Scheme, which had been increased from 3 per 
cent to 344 per cent as from March 1, 1956, was raised 
to 31% per cent in November 1956; the effective borrow- 
ing rate against usance bills was further increased by 4 
per cent from February 1, 1957 as a result of the Govern- 
ment’s raising the stamp duty on usance bills. Simul- 
taneously, the Bank also raised its lending rate on 
advances against government securities from 31 per cent 
to 4 per cent. Furthermore, effective May 16, the bank 
rate itself was raised from 3% per cent to 4 per cent, 
and as from that date the effective borrowing rate 
against usance bills has been 4 1% per cent. Restraint on 
credit expansion was also exercised, for the first time, 
through directives under the powers conferred by the 
Banking Companies Act, particularly credit for the pur- 
pose of trading in foodgrains. The Report also mentions 
the enactment of the Reserve Bank of India (Amend- 
ment) Act, 1956 which provided for the needed flexi- 
bility in the note issue and also endowed the Reserve 
Bank with greater powers to restrict the creation of 
credit by varying the reserve requirements of banks. 
The magnitude of the expansion of the money supply 
with the public in 1956-57, at Rs 1.29 billion or 5.9 per 
cent, was substantially smaller than in 1955-56, when it 
had amounted to Rs 2.64 billion, or 13.7 per cent; the 
change was due mainly to the contractive effect of a heavy 
balance of payments deficit which neutralized substantially 
the impact’ of a larger budgetary deficit. Scheduled bank 
credit expanded by Rs 1.39 billion, or 18 per cent, follow- 
ing a rise of 22 per cent in 1955-56; the credit-deposits 
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ratio advanced over the year from 73.0 per cent to 76.6 
per cent. With all this monetary expansion, an acute 
financial stringency continued, reflecting mainly the 
sharp increase in demand characteristic of a boom phase. 

With the general stringency in the money market, the 
gilt-edged nvarket did not remain as firm as in 1955-56. 
Share prices recorded a net decline of 9.2 per cent, in 
contrast to successive net increases of 6.1 per cent, 12.5 
per cent, and 9.4 per cent in the preceding three years. 
The decline in share prices is explained largely by the 
additional taxation measures adopted by the Government, 
the monetary authorities’ disinflationary action of raising 
interest rates, and the prospects of a decline in industrial 
profits because of increasing production costs. Bullion 
prices in 1956-57 were higher than in 1955-56, indicating 
the strength of demand arising from the growth of 
incomes. 

Reviewing government finances, the Report states that 
the Plan outlay has been rising continuously. The revised 
estimate in 1956-57 is placed at Rs 7.61 billion ($1.60 
billion), compared with Rs 6.25 billion in 1955-56. How- 
ever, the resources for meeting the outlays have fallen 
short of the requirements, with the result that there has 
been increasing recourse to deficit financing, which is 
estimated at Rs 2.53 billion ($531 million) for 1956-57, 
compared with Rs 1.57 billion in 1955-56. For 1957-58, 
the Plan outlay is placed at about Rs 9 billion ($1.89 


Trends in World Trade 


International Trade 1956, the fifth annual report of 
the GATT, records a further relative decline in trade 
between industrial and nonindustrial countries. Of the 
total increase of $9,300 million in the value of world 
exports in 1956, the exports of industrial countries ac- 
counted for $7,500 million, an increase of 14.2 per cent 
over 1955. The exports of nonindustrial countries rose 
by $1,800 million, or 5.9 per cent. The share in world 
exports of trade among industrial countries rose from 
38.6 per cent in 1955 to 40.3 per cent in 1956; the share 
of trade between industrial and nonindustrial countries 
fell from 50.3 per cent to 49.2 per cent; and the share of 
trade among nonindustrial countries fell from 11.1 per 
cent to 10.5 per cent. 

A large part of the decline since 1938 in the share of 
world exports that flows from nonindustrial to industrial 
countries is accounted for by Argentina, Brazil, Mexico, 
Australia, India, the Union of South Africa, Finland, and 
Yugoslavia, which are described in the report as “semi- 
industrialized” countries. The production by these coun- 
tries of their principal primary exports has not been 
sufficient to cover domestic requirements and at the same 
time to maintain an adequate volume of export supplies. 
Before World War II, these countries accounted for about 
50 per cent of the foodstuffs and 30 per cent of the raw 
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billion), and the deficit of the Central Government at 
Rs 2.80 billion ($588 million), after allowance for re- 
ceipts from the new tax proposals. Some of the tax 
proposals are of a far-reaching nature, namely, a wealth 
tax and an expenditure tax. The new taxes are expected 
to bring in additional revenue of Rs 880 million during 
1957-58. The rates of interest on small savings have been 
raised by 44-34 per cent. 

In contrast to the current account surplus which had 
been maintained throughout the greater part of the First 
Plan and had amounted to Rs 170 million ($36 million) 
in 1955-56, there was a current account deficit of Rs 2.93 
billion ($615 million) in 1956-57. This was due mainly 
to a large increase in imports, particularly of capital 
goods, resulting from a sharp rise in the rate of invest- 
ment; however, food imports also were much higher than 
in 1955-56. The foreign exchange resources were ob- 
tained partly through long-term government borrowing 
and foreign grants, but largely through drawing down 
reserves. The deficit was distributed over all the princi- 
pal areas, but was concentrated in transactions with the 
OEEC countries, the deficit with that group rising from 
Rs 840 million in 1955-56 to Rs 2.02 billion in 1956-57. 


Source: Reserve Bank of India, Press Summary of the 
Report on Currency and Finance, 1956-57, Bom- 
bay, India, July 27, 1957. 


materials and fuels exported from the nonindustrial 

areas. By 1954-55 these percentages had dropped to 36 

and 21, respectively. 

Source: The Contracting Parties to the General Agree- 
ment on Tariffs and Trade, /nternational Trade 
1956, Geneva, Switzerland, June 1957. 


Europe 


U.K. Gold and Dollar Reserves 


The U.K. Treasury announced on August 2 that the 
gold and dollar reserves of the sterling area fell by $14 
million in July and at the end of the month were $2,367 
million. During the month, $21 million was paid to the 
EPU in respect of transactions in June, and $4 million 
was paid to the creditors of the Union in bilateral settle- 
ments. Receipts included $1 million as defense aid from 
the United States. 

The Treasury also announced that the United Kingdom 
had a deficit of £18 million with the EPU in July, com- 
pared with a deficit of £10 million in June. The Times 
comments that the July deficit is not exceptionally large 
for the time of the year and is believed to reflect the 
continued drawings of sterling funds from French com- 
mercial banks by the Bank of France as well as the 


normal increase in tourist expenditure on the continent. 
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It probably means, however, that any hope of rebuilding 
the reserves will now have to await the closing months of 


the year. 
Source: The Times, London, England, August 3, 1957. 


U.K. Balance of Payments 


The U.K. Chancellor of the Exchequer has announced 
that for the 12 months ended June 30, 1957 a current 
account surplus of £125 million or more is estimated. 
This is much more favorable than the statement of 
December 4, 1956, that the most realistic forecast which 
could then be given was that for the year July 1, 1956- 
June 30, 1957 the external current trading account would 
be roughly in balance. . 
Source: The Times, London, England, July 27, 1957. 


National Expenditure in the United Kingdom 


Figures of national expenditure in the United Kingdom 
show that the gross domestic product in the first quarter 
of 1957 was 6 per cent higher than in the first quarter of 
1956. Measured at constant prices, however, the increase 
was less than 2 per cent, as about 4 per cent was due to 
higher costs, wages, salaries, and profits per unit of 
output. 

Consumer expenditure continued to increase; when 
compared with the first quarter of last year it was 3 per 
cent higher at current prices and 1 per cent higher at 
constant prices. Recent statistics of retail sales, more- 
over, suggest that, with the greater expenditure on motor- 
ing, the increase has gathered impetus. Current expendi- 
ture by the public authorities was 8 per cent higher than 
in the first quarter of 1956, but nearly all of this increase 
was the result of higher prices and higher rates of pay. 

Although capital expenditure continued to increase dur- 
ing the first quarter of 1957, the rate of increase appears 
to have leveled off. The expenditure was 8 per cent 
higher at current prices than in the first quarter of 1956, 
and 3 per cent higher at constant prices. When invest- 
ment in housing is excluded, the increase at constant 
prices is only 2 per cent. The decline in the rate of 
increase has been common to both the public and the 
private sector. 

In contrast to the rate of increase in fixed capital 
investment, the volume of stocks and of work in progress 
is reported to have risen more in the first quarter of 1957 
than in the first quarter of last year. In both periods, 
however, a substantial part of the increase in stocks 
apparantly reflected seasonal increases by retailers. Much 
of the increase in stocks held by manufacturers was in 
finished goods and work in progress. 


Source: The Times, London, England, July 27, 1957. 


Norway's Trade with the United States 


Norway's exports to the United States, after rising 
steadily during the past few years, have declined in 1957; 
in the first five months, they were about 20 per cent less 
than in the same period last year. Imports from the 
United States, however, continued to increase. The trade 
deficit with the United States therefore rose from NKr 166 
million in January-May 1956 to NKr 236 million (US$33 
million) in January-May 1957. 

While exports of all the principal commodity groups 
declined this year, the fall was particularly marked for 
metals, feeding stuffs, furs, paper, and fertilizer. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, July 25, 1957. 


Finland’s Trade and Payments Arrangements 


A protocol has been approved regulating trade rela- 
tions and the system of payments from April 1 through 
September 30, 1957 between Finland and 12 Western 
European countries—Austria, Belgium, Denmark, France, 
the Federal Republic of Germany, Italy, Luxembourg, 
the Netherlands, Norway, Sweden, Switzerland, and the 
United Kingdom. The 12 countries have agreed to grant 
as liberal treatment as possible to Finnish exports, and 
Finland will be liberal in the granting of export licenses. 

The licensing of imports by Finland from the partici- 
pating countries is governed by three groups of quota 
lists annexed to the protocol. The first group consists of 
64 “global” quotas, amounting to Fmk 29 billion; within 
each quota, the importer is free to select both the com- 
modity to be imported and the participating country 
from which it will be obtained. The second group covers 
13 quotas, amounting to Fmk 3.5 billion; for this group, 
the Finnish authorities will determine the importer and 
the commodity, but the choice of the country of supply 
is free. The licensing of imports in the third group 
(Fmk 6 billion) is fully controlled. 

The system of payments between Finland and the par- 
ticipating countries is based on multilateral principles; 
thus Finland has the right to transfer foreign exchange 
earnings from one country to another. The agreement is 
retroactive to April 1, 1957. Finland’s bilateral agree- 
ments with the participating countries will be modified 
to the extent necessary to conform with the new protocol. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, July 26, 1957. 


Economic Developments in Portugal 


Portugal’s gross national product in 1956 is tenta- 
tively estimated at about Ese 50 billion (US$1.7 billion), 
or some 5 per cent more than in 1955. This suggests a 
per capita income of approximately $200, which is sim- 
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ilar to that in other countries of Southern Europe. Agri- 
cul are, in which nearly half of the population is engaged, 
accounts for less than 25 per cent of the national income; 
the share of industry has been growing steadily during 
the past five years. Since private investors were reluc- 
tant to invest in fields other than real estate and some 
industries producing export goods, the Government 
launched in 1952 a plan providing for investments totaling 
Esc 7,500 million in 1953-58, to promote industrial 
production; about two thirds of the investments, how- 
ever, are in projects not directly productive, such as 
power plants and transportation. A 1959-64 development 
plan, recently announced by the Government, gives great- 
er emphasis to manufacturing industry. 


The note circulation rose from Esc 9,145 million at the 
end of 1953 to Esc 10,667 million at the end of 1956. 
Bank sight deposits during the same period rose some- 
what more, from Esc 20,632 to Esc 25,915, mainly as a 
result of the tendency of exporters to keep the proceeds 
of their sales in the form of sight deposits. Bank loans 
were mainly in the form of short-term bills, which kept 
pace with the increase in foreign trade. Prices remained 
remarkably stable; from 1950 to 1956, the cost of living 
index rose by only 4 per cent. 


Stimulated by the implementation of the development 
plan, imports rose from Esc 9,547 million in 1953 to 
Esc 12,678 million in 1956. Exports increased during 


that period from Esc 6,284 million to Esc 8,590 million; 
the products exported were primarily cork, tinned fish, 
wine, wood, and wolfram. Income from invisibles rose 
substantially, reflecting increases in receipts from tourism 
and emigrant remittances. The balance of payments of 
the escudo area as a whole continued to show a surplus, 
owing to the export surplus of the overseas territories 
with the rest of the world. Gold and foreign exchange 
reserves of the Bank of Portugal rose in 1956 by some 
$20 million, to $690 million. 

Source: The Financial Times, London, England, June 27, 

1957. 


Relaxation of West German Foreign Exchange Restrictions 


The Ministry for Economic Affairs of the Federal 
Republic of Germany, together with the Bank deutscher 
Lander, has announced that it will shortly abolish a 
number of foreign exchange restrictions which have im- 
peded the export of capital or hampered the procedure 
for the permissible import of foreign exchange. The so- 
called free limit of DM 3 million for capital exports will 
be removed, which means that German residents will be 
able to export capital in unlimited amounts without 
requiring any special authorization. The present ceiling 
of DM 0.5 million for capital imports is to be removed; 
but any import of capital will continue to be contingent 
upon the utilization of liberalized capital DM, so that the 
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new measures will not lead to an additional inflow of 
foreign exchange. The most important step will be the 
abolition of the stipulation that nonresidents may grant 
loans to German residents only at an interest rate of 4.5 
per cent, a rate which has for long been considered 
unrealistic. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, July 19, 1957. 


Yugoslav-Swedish Trade Relations 


A protocol on trade and payments for the year ending 
June 30, 1958, signed by Yugoslavia and Sweden, pro- 
vides for the transition to a more liberal form of trade. 
No definite quotas have been fixed, and commodity lists 
are attached to the protocol only to provide a general 
guide; no fixed values or quantities are specified. Sweden 
will accord the same treatment to imports from Yugo- 
slavia that is accorded to imports from OEEC countries. 
Similarly, Yugoslavia will accord to imports from Sweden 
the most favorable treatment accorded to any other 
OEEC country. As from January 1, 1958, payments may 
be made in Swedish kronor through transferable accounts 
or in currencies of third countries approved by the 
exchange authorities of both countries. The Swedish 
krona will then have the same status in Yugoslavia as 
sterling or other currencies that are transferable from 
Yugoslavia’s point of view. 

The value of Swedish exports to Yugoslavia increased 
from SKr 16 million in 1955 to SKr 21 million in 1956, 
and Swedish imports from Yugoslavia rose from SKr 9 
million to SKr 11 million. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 10, 1957. 


Middle East 


Economic Developments in Egypt 


The Egyptian budget for the fiscal year 1957-58 places 
revenue at LE 300.5 million, while ordinary expenditure 
is estimated at LE 281.7 million. Revenue is expected 
to exceed the estimates for 1956-57 by LE 20 million, the 
increase being derived mainly from a new customs duty 
on tobacco and from net income of the Suez Canal Au- 
thority, each estimated at LE 6 million. The surplus of 
LE 18.7 million will be allocated to the development 
program of LE 28.3 million, which includes LE 11.3 mil- 
lion for public works projects, LE 2.1 million for the 
development of mineral wealth, LE 2.8 million for the 
High Aswan Dam project, and LE 9.0 million for com- 
munications. The development budget for the fiscal year 
1956-57 amounted to LE 45.8 million. The decrease in 
1957-58, according to the Minister of Finance, is due to 
the transfer of some items from the development budget 
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to the ordinary budget under the newly created Economic 
Organization and does not necessarily represent a cur- 
tailment of the development program. 

The new budget was announced by the Minister of 
Finance on July 3, in a statement reviewing the major 
economic developments in Egypt since the Suez Canal 
was nationalized in July 1956. The strain on the Egyp- 
tian economy, produced by the events which followed, 
resulted from the blocking of Egyptian liquid assets 
abroad, the loss to Egypt of the revenue from the Suez 
Canal, the difficulty in financing and disposing of the 
cotton crop, and the urgency to meet defense require- 
ments. Egypt was assisted by several countries that either 
accepted Egyptian pounds against exports or agreed to 
pay in convertible currencies for their imports from 
Egypt.. Egypt also utilized a part of its bilateral credit 
balances for imports from Eastern European countries 
and made two purchases, totaling $30 million, from the 
International Monetary Fund. 

The cotton crop for 1956-57 was favorable, while the 
carry-over from the previous crop was small. However, 
difficulties were encountered in moving the crop, partly 
because of the reluctance of foreign banks to provide the 
usual finances and the severance of well-established trade 
relations with some foreign countries. In order to pre- 
vent any excessive speculation which such a situation 
might have engendered, the Government closed the Alex- 
andria cotton market in September and reopened it in 
November with reserve prices at a discount of 10 per 
cent. It also froze the security and share prices at the 
closing quotations of October 30. 

The money supply increased in 1956, from LE 458.4 
million to LE 511.4 million, primarily as a result of an 
increase in the note issue. Since then the note issue has 
declined, while demand deposits have risen, resulting in a 
small increase in the money supply. The total of savings 
deposits, postal savings, and insurance funds has increased 
only slightly, from about LE 96 million at the end of 
1955 to about LE 103 million at the end of April 1957. 
Government tax yields also showed some improvement 
despite the fall in customs revenue. 

Other significant developments during the past year 
were the creation of 206 agricultural cooperatives and 
the redistribution of 200,000 feddans (207,600 acres) 
since the agrarian reform law was passed. The bonds 
issued for this purpose had a total face value of LE 24.8 
million at the end of June 1957, an increase of LE 8.5 
million over June 1956. The Government “Egyptianized” 
the branches of banks, insurance companies, and trade 
agencies of British and French concerns (see this News 
Survey, Vol. IX, p. 255), and granted the National Bank 
of Egypt additional powers to enable it to supervise more 
effectively the operations of all commercial banks in 
Egypt. 

Source: Al Ahram, Cairo, Egypt, July 3, 1957. 


Sudan’s Development Program for 1957-58 


The Sudan Government plans to allocate LSd 19 mil- 
lion to various development projects during the fiscal 
year ending June 30, 1958. This is double the amount 
allocated in the fiscal year ended June 30, 1957. Of the 
total expenditure, production schemes will absorb 
LSd 10.4 million, social services LSd 1.5 million, public 
utilities LSd 1.7 million, communications LSd 3.1 mil- 
lion, administration LSd 1.6 million, and agricultural 
research LSd 0.6 million. The major scheme now under 
way is the extension of the Gezira cotton area by 200,000 
feddans (207,600 acres). A £5.2 million contract for the 
excavation work on this project was awarded last Decem- 
ber to two German firms (see this News Survey, Vol. IX, 
p. 255). This constitutes one of the four phases of the 
Managil Extension Scheme, which will add -some-800,000 
feddans to the Gezira area at an estimated cost of LSd 40 
million. 

Source: Middle East Economic Digest, London, England, 
July 5, 1957. 


Afghan-U.S. Investment Agreement 


The Governments of Afghanistan and the United States 
have concluded an agreement under which U.S. private 
investors are assured, under the provisions of the Mutual 
Security Act of 1954, of the free convertibility of cur- 
rency, protection against expropriation, and protection 
against loss of their investments owing to military action. 
Source: Middle East Economic Digest, London, England, 

July 26, 1957. 


Far East 
Government of India Loans 


The Government of India has announced the simultane- 
ous issue of two loans totaling Rs 1 billion: (1) 334 per 
cent, National Plan Bonds, Fourth Series (334 per cent, 
1967), issue price Rs 99.50 per cent and repayable at 
par on August 1, 1967, and (2) 4 per cent loan 1972, 
issue price Rs 100 per cent and repayable at par on Au- 
gust 1, 1972. Interest on the new loans is payable half 
yearly and will be subject to income tax. 

Subscriptions may be in the form of cash or securities 
of the 3 per cent Victory Loan 1957 or 3 per cent Loan 
1958 which will be accepted for conversion at Rs 100 per 
cent and Rs 99.70 per cent, respectively. 

Source: The Times of India, Bombay, India, July 26, 
1957. 


Lending Activity of National Investment Fund of Viet-Nam 


The lending program of the National Investment Fund 
of Viet-Nam totals VN$330 million for 1957—substan- 
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tially above the total of VN$42.7 million of loans granted 
to farmers and industrialists in 1956. Loans of VN$140 
million have been earmarked for the textile industry. 
The second most important recipient will be the paper 
industry with VN$60 million, followed by the sugar in- 
dustry with VN$40 million; various handicrafts are to 
receive VN$30 million in addition to some VN$50 million 
worth of raw materials which they will share with co- 
operatives; and VN$10 million has been set aside for 
loans to farmers. 

Source: The Times of Viet-Nam, Saigon, Viet-Nam, 

July 20, 1957. 


Taiwan's Foreign Exchange Position 


(Fhe foreign exchange account of ‘the Bank ‘of Taiwan 
for the first six months of 1957 showed a surplus of 
US$19.3 million, compared with a deficit of $2.1 million 
for the corresponding period of 1956. The gain was due 
entirely to high export proceeds. The increase in out- 
ward remittances exceeded the increase in inward remit- 
tances during the period. 

The value of exports rose from $69.8 million in the 
first half of 1956 to $97.0 million in the first half of 
1957, and imports (excluding U.S. aid imports) in- 
creased from $61.2 million to $61.7 million; the trade 
surplus therefore increased from $8.6 million to $35.3 
million. 


As payments on account of invisibles rose from $19.3 
million in the 1956 period to $25.1 million in 1957, while 
receipts increased by a much smaller amount—from $8.6 
million to $9.1 million—the deficit on invisibles rose 
from $10.7 million to $16 million. 

Sales of sugar in the first half of 1957 amounted to 
$71.5 million, and accounted for more than 73 per cent 
of the export proceeds. Second in importance were rice 
exports, which amounted to $7.9 million. Imports of 
investment goods totaled $24.9 million, a little over 40 
per cent of total imports; imports of industrial and 
agricultural raw materials were $29.7 million, or more 
than 48 per cent of the total; and imports of consumer 
goods amounted to a little over US$7.0 million. 
Source: Bank of Taiwan, Report on Foreign Exchange 

Business, Taipei, Taiwan, June 1957. 


Korean Grain Program 


The Ministry of Agriculture and Forestry of the Re- 
public of Korea has formulated a five-year plan designed 
to raise grain production from 26 million suk in 1958 
to 31 million suk in 1962 (1 suk = 317.5 pounds). The 
1958 output target would be a figure 10 per cent higher 
than annual average production in the three preceding 
years. Under the program, the area planted to grain 
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would be increased from 2.7 million chungbo (1 chung- 
bo = 2.45 acres) in 1958 to 2.8 million chungbo in 1962, 
largely through land reclamation; also, higher yields 
per acre are expected. For rice, the program sets a pro- 
duction target of 18.8 million suk by 1962, which is 
about 4.3 million suk more than the yearly average of 
the past three years. 

Source: The Korean Republic, Seoul, Korea, July 24, 

1957. 


Japanese Cotton Imports and Consumption 


Japan’s cotton imports of 2,316,000 bales (500 pounds 
gross) from August 1956 to April 1957 were 40 per cent 
higher than imports in the same period a year earlier 
and the highest reported in'20 years. ‘Most of the increase 
was in imports from the United States, which comprised 
45 per cent of the total. Imports from Mexico, Pakistan, 
Peru, and Burma also increased, but those from India, 
Nicaragua, and El Salvador declined. 


Consumption of cotton during the August 1956-March 
1957 period was 1,827,000 bales, 27 per cent more than 
a year earlier. Cotton stocks on April 1, 1957 were 
estimated at 660,000 bales, about 42 per cent higher than 
on August 1, 1956. 


Since inventories of finished cotton goods have been 
rising and domestic and export demand leveling off, a 
planned cut in both imports and consumption is being 
undertaken. The Ministry of International Trade and 
Industry announced on June 13 that cotton imports 
during April-September 1957 would be reduced by 
200,000 bales from the originally planned 1,200,000 
bales. To reduce cotton consumption, working hours 
were reduced beginning June 1 and some equipment was 
sealed on July 1. An over-all cutback of 20 per cent in 
textile production is expected. 

Sources: Nihon Keizai Shimbun, Tokyo, Japan, July 25, 
1957; “Department of Agriculture, “Foreign 
Crops and Markets, Washington, D. C.,-Au- 
gust 5, 1957. 


Indonesian Central Government Budget 


The Indonesian budget for the calendar year 1957, 
which was submitted to the Parliament on July 12, esti- 
mates revenue of Rp 19.2 billion and expenditure of 
Rp 20.8 billion. The estimated deficit of Rp 1.6 billion 
is less than the actual deficit of Rp 2.3 billion in both 
1955 and 1956. The reduction is expected to result from 
the levy of certain new taxes, including one on foreign 
residents, from increases in the rates of certain excises, 
such as those on beer and cigarettes, and from lower 
expenditures. The annual yield from the tax on foreign 
residents in Indonesia, who numbered about 1.2 million 
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at the end of 1956, is estimated at Rp 900 million. 

Although the new budget indicated a reduction in the 

deficit, the Government has indicated that a supplemen- 

tary budget may become necessary in order to cover 

certain additional expenditures. 

Sources: Indonesian Observer, Djakarta, 
July 13, 17, and 24, 1957. 


Indonesia, 


United States 


Housing Credit in the United States 


Several measures designed to stimulate residential con- 
struction in the United States have been adopted by the 
government housing authorities. The Federal Housing 


Administration (FHA) has reduced 'the minimum down- 


payment required on FHA-insured home mortgages to 3 
per cent on the first $9,000 of appraised valuation, 15 per 
cent on the next $6,000, and 30 per cent on the remainder 
up to the insurance limit of $20,000. Until now, the down- 
payment minimum was 5 per cent on the first $9,000 
and 25 per cent on the remainder. The maximum permis- 
sible interest rate on FHA-insured mortgages was raised 
from 5 per cent to 544 per cent. [At present, the FHA is 
permitted by law to raise the interest ceiling up to 6 per 
cent if it should consider it necessary in view of the 
slump in home building. ] 


In addition, the FHA has set limits on the discounts on 
FHA-insured mortgages, which will vary regionally up to 
a maximum of 24% per cent. On Veterans Administration 
(VA) guaranteed mortgages, discounts can now range 
from 3 per cent to a maximum of 5% per cent, depend- 
ing on regional factors and the amount of the downpay- 
ment involved. [The discount is the amount deducted 
from the face value of the mortgage when it is sold, and 
gives the person or institution holding the mortgage a 
greater return on his investment than the nominal rate 
of interest on the mortgage would otherwise yield. } 

The Federal National Mortgage Association (FNMA) 
has set higher purchase prices for the new mortgages 
carrying higher interest rates. The FNMA new schedule 
of purchase prices range from 98 to par for 54% per 
cent mortgages, and 94 to 92 for 414 per cent mortgages. 
The new pricing schedules will prohibit the FNMA from 
purchasing any new VA mortgages, since the discount 
on such mortgages is now fixed at 544 per cent, and the 
FNMA would not be obeying its legal obligations to 
buy within the range of market prices if it discounted 
by 6 to 8 points according to the new schedule. The 
FNMA will, however, continue to buy VA mortgages 
which have been originated within the past four months 
at discounts greater than the new 51% per cent maximum. 


Sources: The Wall Street Journal and ‘The Journal of 
Commerce, New York, N. Y., August 6, 1957. 


U.S. Share in World Agricultural Exports 


U.S. exports of agricultural commodities rose in 1956 
above the level attained in the late 1920’s, and reached 
a new high figure. Of equal significance is the fact that 
agricultural exports of other producing countries also 
reached a new peak. These facts are pointed out in a 
study by the U.S. Department of Agriculture, which is 
based on quantities of exports (valued in constant prices) 
of 52 commodities, omitting from the trade of other 
countries those farm commodities which the United States 
does not export, such as coffee, tea, and rubber. 


Agricultural exports of countries other than the United 
States have increased steadily since 1951, indicating that 
this export trade, in the aggregate, has not been dis- 
rupted by U.S. efforts to increase its exports under va- 
rious .surplus..disposal programs....U,S,, exports.in -1956 
rose to $4.7 billion—a sharp increase from $3.1 billion 
in 1955—and accounted for 22 per cent of world farm 
exports. Two thirds of the 1956 increase was in cotton, 
as cotton exports of other countries declined, mainly 
because of smaller availabilities and not because of the 
U.S. cotton disposal program. Exporters in countries 
outside the United States are expected to have only nor- 
mal carry-overs at the end of the current marketing 
season, and world cotton prices have been rising of late 
in the European market. Smaller exports of wheat from 
other countries in 1956 were the result of the winter 
freeze in Europe and a smaller exportable surplus in 
Argentina. Soybean exports of countries excluding the 
United States fell in 1956 owing to smaller supplies from 
China, the only large exporter outside the United States. 

From 1951 to 1955, total agricultural exports of coun- 
tries other than the United States made constant gains, 
whereas U.S. exports lagged and the United States became 
a residual supplier to the foreign agricultural market. 
Revisions in U.S. export policies and programs have, 
however, restored the competitive position of U.S. farm 
products during the past two years. 


Source: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D. C., July 15, 1957. 


Latin America 


Note Issue of Central Bank of Chile 


The note issue (currency issue plus sight liabilities) of 
the Central Bank of Chile on July 13 was Chil$75 billion, 
almost exactly the same as at the end of 1956. Central 
Bank credits to the Central Government increased during 
the period by Chil$7.5 billion, to INACO (the government 
procurement agency) by Chil$5.4 billion, and to private 
borrowers (including seasonal commodity credits) by 
Chil$8.1 billion. In addition, the Central Bank granted 
foreign exchange credits equal to approximately Chil$4.3 





AS 


billion. This total increase of about Chil$25 billion in 
borrowings was offset by reduced foreign exchange hold- 
ings and by deposits against sales of surplus agricultural 
products received from the United States. Although ad- 
vance deposits for imports at the end of June 1957 were 
slightly higher than at the end of December 1956, a 
reduction has occurred in recent months; from April 30 
through July 13 these deposits were reduced by Chil$3.9 
billion. 


Source: El Mercurio, Santiago, Chile, July 28, 1957. 


Other Countries 
Relaxation of Australian Restrictions 


The allowance of currency to Australians traveling 
in any sterling area country has been increased from 
£A 1,250 (US$2,800) a year to £A 1,625 (US$3,640) 
a year. Of this amount, £A 312 ($700) may be spent on 
private travel in the dollar area and £A 750 ($1,680) on 
travel in countries outside both the sterling and dollar 
areas. The limit on remittances to relatives living abroad 
and other exchange restrictions, mainly affecting the 
entertainment industry, have also been liberalized. 

The Minister for Trade has announced that, as of 
August 1, 16 commodities will be added to the list of 
goods which can be imported from any country, in- 
cluding dollar countries. The commodities added include 
chemicals and other raw materials for use in the X-ray 
and photographic industries, welding rods, greases, and 
orlon and other synthetics. Importers will now be able 
to obtain these goods from the most competitive sources. 
Also, 56 commodities will be brought into the so-called 
sales-replacement system under which licenses are issued 
to importers according to their ability to sell. 

The Minister for Trade said that the Government 
will not make any major relaxation in the level of im- 
port licensing during the August-November period. There 
will be a further comprehensive review late in November, 
when export price trends for the new season will be 
known. 


Sources: Australian News and Information Bureau, Aus- 
tralian Daily News, New York, N. Y., July 29, 
1957; The Times and The Financial Times, 
London, England, August 1, 1957. 


Relaxation of Import Controls in South Africa 


A further relaxation of import controls has been an- 
nounced in the Union of South Africa. From now on, 
importers’ full requirements of all motorcars will be 
covered on a replacement basis; that is, their relevant 
import permits will be replaced to the extent that they 
sell motorcars. Hitherto, this facility was restricted to 
cars with a retail price at the coast of less than £800. The 
basis of calculating the import allocation for consumer 
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goods—which in both 1955 and 1956 was 5344 per cent 
of 1948 imports—has been raised to 60 per cent. [In 
March of this year, the allocations of import licenses for 
consumer goods were adjusted to take account of the 
expansion by many business concerns, and particularly 
new businesses, since 1948; owing to those adjustments, 
a number of holders of consumer goods permits had re- 
ceived additional allocations above the then prevailing 
limit of 5344 per cent of 1948 imports. See this News 
Survey, Vol. IX, p. 316.] 

Sources: The Financial Times and The Times, London, 

England, July 30, 1957. 


Liberalization of Dollar Imports in Ghana 


Importers in Ghana who have received dollar alloca- 
tions may now use their quotas to purchase in the United 
States and Canada any goods except petroleum products, 
explosives, ordnance, road motor vehicles, motion-picture 
film, and gold. In November 1956 limited dollar quotas 
were granted to importers, to permit the entry of less 
essential but desirable commodities in 1957; previously, 
a specific license for each class of goods had been issued 
for imports from dollar countries. Under the new policy, 
importers who have not received dollar quotas must 
continue to apply to the Controller of Imports and Ex- 
ports for specific licenses to cover purchases. Such 
licenses are generally issued only for an item considered 
essential and not available from non-dollar sources. 


Source: Department of Commerce, Foreign Commerce 
W eekly, Washington, D. C., August 5, 1957. 


Bank Rate in the Federation of Rhodesia and Nyasaland 


A bank rate has been announced for the first time by 
the Bank of Rhodesia and Nyasaland, the central bank 
of the Federation, which was established in March 1956. 
The rate announced is 4.5 per cent. 


Source: The Financial Times, London, England, Au- 
gust 2, 1957. 
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